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Internal Revenue Department of the Treasury

Districl e 00 Conmerce S, Dallas, Tows 73it2
Direetor :

Refer Reply To:
EO:TS:4920DAL  RH

Dear Sir or Madam:
ke have considered your appllcatio ccognitiun of exemption from Federal
income tax under section 501(c)(4

The information you qubmitted 1ndi ‘you were formed by Articios of

Consolidat{on and Articles ofiIncorporation Nled with the Seeretar  of State on
I  Your specific g stated in your Articies of
hieorporation, are "civic and soclaliifo benefit and betterment of the
residents and property owners and 't vjde for malntcnan(v preservation and
architectural control of the residence lots and comuon arca.

Vour application states that yOU:(a)imaintain and landscape esplanades,
roadsides and common areas; (b) provide pest control in the common areas: o)
provide law enforcement; (d) contract. with NN (o oovide
street lights on public roadsy (e) ‘contract with a management company to
monitor and enforce deed rebtrictions. nnd,(f) contract for trash removal.

ihe area served by is it
single-family recidential developme vithin M County, HEEE. odjacent to
similar single-family development , 8- no indication of businesses,
| churches, or schools within the area served by the organization. The Postal
| Service designation for residents ofithis area is The
School Diqtmct serve the areavs:

You are managed by a professiona ‘management company which contracts for
services, enforces deed restrictionsy collects assessments, pays the hills,
ete.. of the subdivision. You have no physical address other than that of

“the management company. Conlracting for
trash removal service and additional daw enforcement/security service is also a
significant activity of your'organication In fact, contractual services
provided on the behalt of your members,: andfenfurwment of the restrictions to
protect their interest, are thewmaiu,‘thrus \ol thi:. organization.

You are supported through member assessments and nominal interest und
miscellaneous income. ~Your: applicatio ,\tates that the association does not
(harav mvmbers separately for; formed and that the amounts ave
‘npaid assessments will result in




1 ‘lien on the property of the:h
to homeowners in the subdivisio
may waive or otherwise escape 1

fembership is open exciusively
wners must be members.  N\o member
assessments.

Section 500(c)(4) of the Intern provides exempticn for:
"Civic Leagues or organiza

zed for profit but operated
exclusively for the promotion

elfare..."
Tection 1.501(0)(4)-1(a)(2)(1) ‘ X Regulations provides that:
"An organization is operated; & it
welfare if it is primarily: eng,ge romoting in some way thv commot dood
and general welfare of the. peop. ommunity. An organisation
embraced within this section:is one which is operated primariiyv ror e
purpose of bringing about c*vica e verment and social improvement, -

or the promotion of socil

"tajie by In general, civic league or,organizatxon may be exempt oas an
ordanization dwscrlbed in section.

(i) It is not organized o, qpenated for protit: and

(i) 1t is operated exclusivelyffon the promotion ot socia. wellare

Revenue Ruling 72-102, 1972-1, wdescribes an organizatina formed ny g
developer to preserve the appearance of.a ousing developuent and to mainta
streets, sidewalks, and common areas use of the residents. which was
found to be exempt under Internal: Revenu de section S0L(ciedi.  The rationaie
behind this decision was that the organization served the common good nd
general welfare of the entire community because it owned and maintained certain
non-residential, non-commercial properties of .the type normally nunvd dnd
maintained by municipal governments. Administering and enforcing covenants for
preserving the architecture and appearance ofa housing dovelopment was
incidental to the overriding public benefit.

Revenue Ruling 74-99, 1974-1, C.B. 131, fied Revenue Ruling 72-102. ‘this
ruling describes an organization that:is formed by a commercial real estate
developer as an integral part of ‘a plan for the development of a subdivisicn.
Membership in the association is required of all purchasers of lots in the
deveiopment.  Membership is open only developer and those who purchase
lots. The organization is supported dic assessments of the members. and
unpaid assessments will resultydn he property of the
homeowner-member. The stated\purpo organization are to admi ister and
enforce covenants for preservin rchitecture and appearance of the given
real estate development, and to:ow alntain common green areas, streets,
and sidewalks. The foregoing forma pelled out in written documents which
form a part of, and are inextricabl enforceable contracts for the sale
and purchase of private property.. f these factors, the prima facie
presumption was that organizations. such as’ these we e essentlull' and primarily
formed and operated for the individua “buqiness and personal benefit of their
members, and, as such, did not qualif for/exemption under section 301,cs14) of
thn Lodw Revenue Rulxng 74- 39 wen to describe how, in nertain

his presumption and guali:y Jor




AL

o i
tn Rancho Santa Fe. \a;gg
coextensive thh the Commuu
by the associ atlon on ‘the/d
requirements of the statuteow

gdevelopment was found to pe |
and therafore. the benefits bestowed
the geacral public within the |
ection 301(cHhcd) was 1eenunized, j

Based on the informatio esentedy faverconcluded that you do not meet the
requirements for exemption a cida] are organization described in sectio
501(c)(4) of the I[nternaliR ' E ng the private interests of yvour |
homeowner-members is yourjipurposess i Ot. possess the characteristics |

described in Revenue Ruling

presumption of privite
benefit.

Unlike Rancho Santa Fe Asso : a2 {s not coextensive with the
community you serve. You are‘not:a geographical unit bearing a reasonabiyv
recognizable relationship t ly identified as a wovernment
subdivision. 1In support of thi ac tkshould be noted that you do not

oversee ygovernance of the deve.
management company.

contract for these services with o

Accordingly. it is held that you I £ itled to exempteon trom Federa,
income tax as an organization described. n:section 501:9)44». and vou are
required to file Federalfingom ng on Form [120.

|
|
\
!

As a homeowners' associatlion u maysqua fy for treatment under section 3UR,
section of the Code created b : Act of 1976 In this letter we
are not ruling on the questionio ethepiyou qualify ror treatment unde

section 528. However, if yo! alify for such treatmert, vou shoul

file Form 1120-H when due.

1

tf you do not agree with these ronclusions,, you may, within 30 days trom the |
date of this letter, file in: Jduplicate a’ ef of the facts. law. and argument ‘
that Llﬂdrl& Svtb forth your poaiti n f2you desire an OKdl discussing of the
' . The enclosed Publication 897 give

[f you do not file a protest With\‘his { lce within 30 days of the date of thi-
report or lerter, this proposed determination will become final. :

[" you agree with these conclusions or i§“ 't wish to file a written protest,
please sign and return Form‘GOlB ' nclosed: self addressed envelope as soe
A8 possible, :

'€ you have any further questions lease contaxt the person whose name apd
telephone number are shown at the beginning of this letter.




